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REQUIESCAT FOR “xX” 


O all intents and purposes, the suspension of Regulation X marks the end 

of an experiment that was at least sound and courageous in its conception. 

Froma noble beginning inOctober 1950, Regulation X was gradually weak- 
ened and cheapened and chipped away, until euthanasia seemed the only decent 
way out. At first it acted as a sturdy though somewhat cumbersome brake on 
almost rampant housing credit. In the end, little more than its cumbersomeness 
remained. It was no longer an unpleasant remedy. It was simply unpleasant - 
a nuisance. 


While post mortems are usually rather dreary, they are sometimes iInforma- 
tive. Although the accomplishments of Regulation X can never be fully or ac- 
curately measured (because there is no way of telling how high construction, mort- 
gage and real estate activity would have gone without it), it can be shown that the 
Regulation did just about what it was designed to do, and that it did not seriously 
hamper any segment of the real estate industry. 


The Regulation was in itself wearisome and rather difficult to understand. 
It inflicted a burden of extra record keeping and paper work. However, its 
actual effect on the mortgage business was to level it off rather than wreck it. 
In 1950, there were 3, 032,452 nonfarm mortgages of $20, 000 or less recorded. 
The following year, the first full year under “X,” saw 2, 877, 860 recorded, or a 
drop of only 5%. Insofar as dollar volume of mortgages is concerned, the peak 
was reached under Regulation X. In 1950, all nonfarm mortgages of $20, 000 
and less totaled almost $16.2 billion. In 1951, they reached an all-time high 


of $16.4 billion. The average amount per mortgage has actually been rising, 


t 
despite the Regulation. Total dollar volume and the average amount per mortgage 
stand a good chance of reaching still another new peak in 1952. 


While Regulation X had all of its guns pointed toward the mortgage lenders, 
there is no doubt that most of its shots fell into the ranks of the home builders. 
This long-suffering and exceedingly vocal segment of the industry underwent a 
25% drop in its annual output. During 1950, there were 1, 352, 000 private non- 
farm dwelling units started. A year later this figure had shrunk to 1, 020, 000. 
There is little to be gained by attempting to guess how much of this drop was 
caused by Regulation X, how much caused by the mortgage 


money panic in the 
spring of 1951, or how much was caused by a nat 


irinkage in the market. 
(cont. on page 
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REQUIESCAT FOR *X” 
(cont. from page 425) 
tanding fact is that despite all of these disadvantages, over 1, 000, 000 
nits were started in 1951. This was the second biggest year on record, 
ime this year will also be right up near the 1, 000, 000 mark. 


rver decline in the construction of new dwelling units has been ex- 
inthe urban areas. From 1950 to 1951 the drop in the number of 
‘units started in these areas amounted to 32%. So far in 1952, an 
iropof 5% has occurred. By contrast, the number of dwelling units 
rural nonfarm areas dropped only 14% from 1950 to 1951, and so far 
tarts in these areas are running 4% ahead of the similar period of 


The effect of Regulation X on real estate brokerage was negligible. As we 
pointed out in the January 1952 Real Estate Analyst, the drop in the number of 
sales (in 53 cities) during the first 11 months of 1951 was only 6.7% from the 
number made during the first 11 months of 1950. However, it is probably true 
that the smaller number of sales made in 1951 resulted ina slightly larger dollar 
volume (as was the case in mortgage recordings). 


Vell, now that Regulation X has finally been laid to rest, what ’s ahead for 

il estate industry? Now that we have returned to what some people prefer 

1 “free market ” for homes, are we going to continue to build 1, 000, 000 

to 1, 500, 000 new dwelling units per year? Not under the present setup, as liberal 

as itis. During the next few months we should experience a slow, small increase 

in building, lending and brokerage. (Naturally, the change will vary with the 

type of operation. Businesses that have been most adversely affected by *X” 

will reap the greatest benefits.) After this small rise, the real estate industry 
will level off for a short while and then go into a long, slow decline. 


As the leveling-off period is reached, there will undoubtedly be some effort 
made to persuade the government that more assistance is needed. In the past, 
the government has been rather easy to persuade, and there is a possibility of 
more Liberal guaranties, lower down payments, additional money for FNMA, or 
some other scheme to make houses more marketable. 


However, unless the government goes to ridiculous extremes in providing 
guaranties and other types of assistance, the current rate of housing construc- 
tion cannot be maintained much longer. The rate can normally be expected to 
drop to somewhere around 500, 000 or 600, 000 units during the 1955-1957 period. 
As we have pointed out many times, the number of young people reaching mar- 
riageable age is continuing to drop, and this will lead to a slackening demand for 
housing. The longer the present boom is artificially inflated, the more serious 
and long-lasting will be the problem created by overbuilding. 

(cont. on page 436) 
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REQUIESCAT FOR *X” 
(cont. from page 434) 

on for builders and lenders to begin casting around for some 
for softening the blow. It seems to us that one thing builders and 
io is to investigate the one potential market that is expanding nat- 
market is made up of older married couples, those whose housing 
have stabilized and who (since their children have left home) now 
ng space than at any time inthe last 20 or 25 years. This group, 
id upward, is a segment of our population that is increasing (while 
f newly married couples is decreasing). There are some difficul- 
‘for this type of market. First of all, there would be a tendency 
of larger, older houses to decline if appreciable numbers of their 
ers put them on the market in anticipation of moving into smaller, 
Secondly, there would be some reluctance on the part of lenders to 
term loans to purchasers that are past middle age. In the third place, 
ling program would not alleviate the problem of overbuilding because 
«cupied dwelling unit would create a vacancy in an older unit. There- 
lume of building and lending that could be generated by this age 
iever be nearly so important as the volume generated in the last few 

younger age groups. 


theless, it is a possibility that should receive serious consideration by 
id lenders alike. First of all, census data covering such factors as home 
ize of family head, family income, should be studied for the area under 
m. If these data give favorable indications, a survey should be made to 
more precisely the size and price range of the market. 
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MORTGAGE ACTIVITY IN 70 CITIES 


have pointed out before, we are constantly trying to broaden our 
erage of the various factors dealing with the real estate situation. At 
ent, we are publishing information on mortgage activity in 70 cities 
pages 427 through 433), but within a short while we hope to add another 


thereby increasing our coverage to 90 cities. 


ng these charts you should keep in mind that they are shown on the 

he number of mortgages recorded per 10,000 families. For example, 

ynal average is just a trifle under 100 mortgages per 10, 0U0 families, 

rucson, Arizona, mortgage activity is running at a rate of almost 240 
per 10,000 families. 


wide variations in mortgage activity in these cities is frequently explained 
yy the type of dwelling units found. In cities such as New York, Chicago and Phila- 
delphia, there are tremendous numbers of multifamily dwellings where a large 
number of dwelling units may be covered by one mortgage. In the newer and 
faster growing cities, there are relatively few apartments and nearly all new 
dwelling units are single-family homes, carrying one (and sometimes two) mort- 
gages for each new dwelling unit. 


TOTAL DEBT PASSES ONE--HALF TRILLION 


he half trillion markto an estimated figure of $506.3 billion. It is un- 


B Y the end of 1951, the total of all debt in the United States had moved past 
loubtedly well onits way toward$600 billion by now (see chart on page 439). 


From 1948 through 1951 nonfarm mortgage debt rose to $66 billion, an in- 
crease of 42%. Corporate short-term debt increased 30% during the same pe- 
riod, rising to $85 billion. Individual debt (nonmortgage and noncorporate) rose 
36% from 1948 to 1951, and reached $45 billion. 


her less spectacular increases were: corporate long-term debt, 18% to 
hillion; farm mortgage debt, 19% to $6.3 billion; and public debt, 4% to 
0 billion. 


Despite the astronomical size of total debt, the relationship between total 
debt and total national income is more favorable than at any time since 1917. 
In that year, total debt was 1.7 times the national income. There was a slow 
upward trend in debt during the prosperous twenties, and in that decade total 
debt ranged from 2.1 to 2.5 times the national income. During the Great De- 
pression, national income dropped so disastrously that total debt amounted to 
4.3 times the national income (in 1933). Since then, however, the relationship 
between the two figures has gradually become more favorable and in 1951, total 
debt ($506 billion) amounted to 1.8 times the national income ($278 billion). 

(cont. on page 440) 
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TOTAL DEBT PASSES ONE-HALF TRILLION 
(cont. from page 438 
Those of us who may be somewhat surprised by this relationship, will find 
some explanation for it in the words of Benjamin Franklin. In discussing the 
continental currency, Franklin had this to say: 


“The effect of paper currency is not understood on this side of the 
water. And indeed the whole is a mystery even to the politicians, 
how we have been able to continue a war four years without money, 
and how we could pay with paper that had no previously fixed fund 
appropriated specifically to redeem it. This currency, as we man- 
age it, is a wonderful machine. It performs its office when we issue 
it; it pays and clothes troops and provides victuals and ammunition; 
and when we are obliged to issue a quantity excessive it pays itself 
off by depreciation. ” ! 


1 
Smyth, A. H., The Writings of Benjamin Franklin (New York: The Macmillan 
Company, 1905), Volume I, pages 141-142. 

















